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PREFACE 


This  updates  and  slightly  revises  "Costs  of  Storing  and  Handling  Farmers' 
Stock  Peanuts  in  Commercial  Facilities,  1965/66,"  ERS  352,  published  in  May  1967, 
Labor  costs  in  the  original  study  reflected  minimum  wage  rates  in  effect  Febru- 
ary 1,  1967.   Since  that  time  minimum  wage  rates  have  increased  (February  1, 
1968)  and  many  other  price  changes  have  occurred. 

This  publication  reflects  price  changes  through  December  1968  on  all  cost 
items  except  depreciation  and  leases  and  rent.   It  is  assumed  that,  in  the  short 
run,  cost  efficiencies  achieved  by  substituting  capital  for  labor  would  be 
minor . 
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COST  OF  STORING  AND  HANDLING  FARMERS'  STOCK  PEANUTS 
IN  COMMERCIAL  FACILITIES,  1969 

by 

N.  A.  Wynn,  Jr.,  and  Donn  A.  Reimund 
Agricultural  Economists 
Marketing  Economics  Division 
Economic  Research  Service 


INTRODUCTION 


This  report  presents  and  analyzes  estimated  costs  of  handling  and  storing 
farmers'  stock  peanuts  in  commercial  facilities  during  1969.   Costs  were  cal- 
culated by  estimating  the  effect  of  present  minimum  wa[3  and  hour ' laws  on 
1965/66  operating  labor  data  for  64  storage  facilities.   Employer  costs  include 
contributions  made  for  social  security,  unemployment  insurance,  and  workmen's 
compensation  at  1969  rates.   Composite  indices  were  used  to  update  all  other 
costs  except  depreciation.   Base  cost  data  used  in  computing  these  costs  are  from 
fiscal  1965/66  accounting  records  of  28  independent  warehouses  and  36  shelling 
plants  selected  randomly  to  represent  principal  areas  and  types  of  facilities. 

Costs  were  developed  for  four  primary  services  performed  in  peanut  handling 
and  storage:   Cleaning  and  drying,  receiving,  loading  out,  and  storage.   These 
services  are  defined  in  the  appendix.   Two  types  of  cost  estimates  —  standardized 
and  replacement—were  derived  for  each  service.   Out-of-pocket  costs,  which 
exclude  interest  and  depreciation  charges,  were  also  developed  for  each  service 
performed. 

Average  standardized  costs  per  ton  received  for  cleaning  and  drying  peanuts 
varied  from  $2,231  per  ton  for  Southwest  shellers  to  $4,468  per  ton  for  ware- 
houses in  the  Southeast.   Costs  for  Virginia -North  Carolina  shellers  were  a  low 
19  cents  per  ton;  however,  this  group  of  plants,  with  limited  facilities,  per- 
formed no  cleaning  services. 

Standardized  receiving  costs  averaged  $2,529  per  ton  for  all  facilities  and 
ranged  from  $1,999  per  ton  for  Virginia-North  Carolina  shellers  to  $4,192  per 
ton  for  warehouses  in  the  Southeast.   Considering  all  areas,  standardized  load- 
out  costs  for  all  facilities  averaged  $1,538,  with  a  range  from  $1,198  per  ton 
for  Virginia-North  Carolina  shellers  to  $1,965  per  ton  for  Soi theast  warehouses. 
Combined  standardized  handling  costs  for  all  facilities  averaged  $4,067  per  ton. 

Average  standardized  storage  cost  per  ton-month-stored  ranged  from  57  cents 
for  Virginia-North  Carolina  shellers  to  $1,569  for  Virginia -North  Carolina  ware- 
houses. The  higher  storage  costs  of  the  Virginia -North  Carolina  warehouses  were 
due  primarily  to  their  low  average  rate  of  occupancy  and  short  storage  period. 

For  all  areas  the  average  cost  of  carrying  out  the  insect  prevention  and 
control  program  recommended  for  the  1969  season  came  to  nearly  33  cents  per  ton 
of  peanuts.   Warehouse  costs  amounted  to  nearly  42  cents  while  the  cost  to 
shellers  was  just  over  31  cents. 


Generally,  warehouse  costs  averaged  higher  than  shellers1  costs  for  all 
services  performed.   The  only  exception  was  in  the  Southwest  where  she Her 
costs  for  load-out,  combined  handling,  and  storage  were  above  the  corresponding 
warehouse  costs.   In  all  production  areas,  replacement  costs  differed  little 
from  standardized  costs. 
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Table  5. --Weighted  average  cost  per  ton  for  cleaning  and  drying  peanuts,  South- 
east, by  type  of  facility,  estimated  1969  1/ 


Cost  item 


She  Her 


Fixed: 

Insurance  

Taxes  

Leases  and  rent  

Depreciation: 

Standard  

Replacement  

Interest: 

Standard  

Replacement  

Total  fixed: 

Standard  

Replacement  

Variable: 

Direct  labor  

Administrative  overhead 

Home  office  

Repairs  and  maintenance 

Utilities  , 

Drier  fuel  , 

Interest  on  working 

capital  , 

Other  , 

Total  variable  , 

Total: 

Standard  , 

Replacement  , 

Out-of-pocket  


Dollars 

0.079 

.009 

.042 

.775 

.780 

.236 

.238 

1.141 

1.148 

.836 

.293 

.022 

.358 

.367 

.320 

.046 

.082 

2.324 


3.465 
3.472 

2.454 


Warehouse 


Dollars 

0.131 
.027 
.010 

1.362 
1.468 

.445 
.476 


1.975 
2.112 


.675 
.738 
.014 
.084 
.374 
.452 

.049 
.107 

2.493 


4.468 
4.605 

2.661 


All  Southeast 
facilities 


Dollars 

0.086 

.012 

.037 

.858 

.878 

.265 

.271 

1.258 

1.284 

.813 

.356 

.021 

.319 

.368 

.339 

.046 

.086 

2.348 


3.606 
3.632 

2.483 


1/  Cleaning  and  drying  costs  were  developed  on  the  basis  of  total  receipts, 
rather  than  the  quantity  of  peanuts  cleaned  and/or  dried.   For  cost  per  ton 
dried  see  table  8.   The  percentage  of  receipts  cleaned  and  dried  was  as  follows 


Warehouse 


She  Her 


Cleaned 
Dried 


52.4 
59.4 


43.9 
35.9 


Table  6. --Weighted  average  cost  per  ton  for  cleaning  and  drying  peanuts,  South- 
west, by  type  of  facility,  estimated  1969  1/ 


Cost  item 


She  Her 


Warehouse 


All  Southwest 
facilities 


Fixed: 

Insurance  

• 

Dollars 

0.077 
.014 
.007 

.623 
.629 

.198 
.200 

.919 
.927 

.629 
.189 
.006 
.055 
.136 
.182 

.026 
.089 

1.312 

2.231 
2.23  9 

1.410 

Dollars 

0.145 
.018 
.019 

.985 
1.001 

.301 
.305 

1.468 
1.488 

.444 
.405 
.002 
.052 
.363 
.454 

.036 
.085 

1.841 

3.309 
3.329 

2.023 

Dollars 
0.0  95 

Taxes  

• 

.015 

Leases  and  rent  

. 

.010 

Depreciation: 

Replacement  

• 

.722 
.731 

Interest : 

Replacement  

• 

.227 
.229 

Total  fixed: 

Standard  

Replacement  

• 
• 

1.069 
1.080 

Variable: 

Direct  labor  

• 

.578 

Administrative  overhead 
Home  office  

.  .  .  : 

.249 
.005 

Repairs  and  maintenance 
Utilities  

. .  .  : 

.054 
.198 

Drier  fuel  

Interest  on  working 
capital  .  .  , 

■ 

.257 
.029 

Other  

. 

.088 

Total  variable  

• 
• 

1.458 

Total: 

Replacement  

• 

2.527 
2.538 

Out-of-pocket  

• 
• 

1.578 

1/  Cleaning  and  drying  costs  were  developed  on  the  basis  of  total  receipts, 
rather  than  the  quantity  of  peanuts  cleaned  and/or  dried.   For  cost  per  ton 
dried  see  table  8.   The  percentage  of  receipts  cleaned  and  dried  was  as  follows 


Cleaned 
Dried 


Warehouse 

72.2 
54.6 


She  Her 

12. 

2 

17. 

7 

Table  7. --Weighted  average  cost  per  ton  for  cleaning  and  drying  peanuts 
Virginia -North  Carolina,  by  type  of  facility,  estimated  1969  1/ 


Cost  item 

: 

She  Her 

:   Warehouse 

:   All  Virginia- 
:   North  Carolina 
:     facilities 

Fixed: 

• 

• 
• 

Dollars 

0.001 
.001 
.002 

.018 

.018 

.005 
.005 

.027 
.027 

.054 
.020 
.001 
.038 
.010 
.010 

.003 
.027 

.163 

.190 
.190 

.167 

Dollars 

0.105 
.022 

1.148 
1.177 

.346 
.355 

1.621 
1.659 

.192 
.295 

.13  9 
.169 
.614 

.030 
.073 

1.512 

3.133 
3.171 

1.639 

Dollars 
0.014 

• 

.004 

a 

.001 

Depreciation: 
Interest: 

Total  fixed: 

• 
• 

• 

• 
• 

.149 
.153 

.045 
.046 

.213 
.218 

Variable : 

Direct  labor  

• 

• 
• 

.070 

Administrative  overhead  . 
Home  office  

•  •  • 

.052 
2/ 

Repairs  and  maintenance  . 
Utilities  

.  .  : 

.049 
.028 

Drier  fuel  

. 

.080 

Interest  on  working 
capital  

• 

.006 

Other  

, 

.033 

Total  variable  

• 

.318 

Total: 

Standard  

Replacement  

• 
• 

.531 
.536 

Out-of-pocket  

• 
• 

.337 

1/  Cleaning  and  drying  costs  were  developed  on  the  basis  of  total  receipts, 
rather  than  the  quantity  of  peanuts  cleaned  and/or  dried.   For  cost  per  ton 
dried  see  table  8,   The  percentage  of  receipts  cleaned  and  dried  was  as  follows 


Warehouse 


She  Her 


Cleaned 
Dried 


0 
40.9 


6.8 
.5 


2/  Less  than  .0005. 


Table  8 . --Standardized  average  cleaning  and  drying  costs  per  ton  dried,  by  area 

and  type  of  facility,  estimated  1969 


Area  and  type 
of  facility 


Cost  per  ton  dried 


Standardized  |   Replacement  ■*   Out-of-pocket 


Southeast: 

Warehouse 

Sheller  

Southwest: 

Warehouse  

Sheller  

Virginia -North  Carolina: 

Warehouse  

Sheller  1/ 

All  areas: 

Warehouse  

Sheller  

1/  Cost  per  ton  cleaned. 


Dollars 


7.522 
9.652 


6.060 
12.605 


7.660 
2.794 


7.020 
10.310 


Dollars 


7.753 
9.671 


6.097 
12.650 


7.753 
2.794 


7.146 
10.332 


Dollars 


4.480 
6.836 


3.705 
7.966 


4.007 
2.456 


4.069 
7.058 
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Table  9. --Weighted  average  cost  per  ton  for  receiving  peanuts. 

type  of  facility,  estimated  1969 


Southeast,  by 


Cost  item 


She  Her 


Warehouse 


All  Southeast 
facilities 


Fixed: 

Insurance  .' , 

Taxes  

Leases  and  rent  , 

Depreciation: 

Standard  

Replacement  

Interest: 

Standard  

Replacement  

Total  fixed: 

Standard  , 

Replacement  

Variable: 

Direct  labor  

Administrative  overhead 

Home  office  , 

Repairs  and  maintenance 

Utilities  

Drier  fuel  , 

Interest  on  working 

capital  

Other  

Total  variable  

Total: 

Standard  

Replacement  

Out-of-pocket  


Dollars 

Dollars 

Dollars 

0.026 

0 

.071 

0.033 

.004 

.015 

.005 

.036 

.006 

.032 

.279 

.742 

.345 

.291 

.759 

.357 

.087 

.243 

.109 

.090 

.248 

.112 

.432 

1 

.077 

.524 

.447 

1 

.099 

.539 

.912 

I 

.330 

.971 

.330 

I 

.325 

.471 

.019 

.008 

.017 

.315 

.157 

.292 

.113 

.096 

.111 

.036 

.061 

.040 

.116 

.138 

.119 

1.841 


2.273 
2.288 

1.907 


3.115 


4.192 
4.214 

3.207 


2.021 


2.545 
2.560 

2.091 
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Table  10 . --Weighted  average  cost  per  ton  for  receiving  peanuts,  Southwest,  by- 
type  of  facility,  estimated  1969 


Cost  item 

• 

• 
• 

She  Her 

:   Warehouse 

•   All  Southwest 
facilities 

Fixed: 

: 

Do  1  la  r  s 

Dollars 

Dollars 

Insurance  

. . : 

0.033 

0 

.023 

0.030 

Taxes  

. 

.005 
.004 

.003 
.008 

.005 

Leases  and  rent  

. 

.005 

Depreciation: 

: 

. .  .  : 

.269 

.268 

.269 

Replacement  

. 

.272 

.273 

.272 

Interest : 

: 

Standard  

. . .  : 

.088 

.081 

.087 

Replacement  

. 

.089 

.083 

.088 

Total  fixed: 

• 
* 

. . : 

.399 

.383 

.396 

Replacement  

. 

.403 

.390 

.400 

Variable: 

: 

. .  : 

1.699 

2 

.011 

1.785 

Administrative  overhead  . 

. .  : 

.605 

.776 

.652 

Home  office  

. 

.004 
.098 

.001 
.036 

.003 

Repairs  and  maintenance  . 

• 

.081 

Utilities  

. 

.057 

.026 

.048 

Drier  fuel  

. 

Interest  on  working 

: 

capital  

. 

.051 
.098 

2.612 

2 

.057 
.011 

.918 

.053 

Other  

. 

.074 

Total  variable  

: 

2.696 

Total: 

• 
• 

Standard  

. . : 

3.011 

3 

.301 

3.092 

Replacement  

. 

3.015 

3 

.308 

3.096 

Out-of-pocket  

: 

2.654 

2 

.952 

2.736 

: 
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Table  11. --Weighted  average  cost  per  ton  for  receiving  peanuts,  Virginia-North 
Carolina,  by  type  of  facility,  estimated  1969 


Cost  item 

• 

She  Her 

:   Warehouse 

:   All  Virginia- 
:   North  Carolina 
:     facilities 

Fixed: 

Insurance  

• 
• 

• 

Dollars 

0.033 
.024 
.008 

.371 
.398 

.112 
.120 

.548 
.583 

.570 
.445 
.003 
.237 
.032 

.028 
.136 

1.451 

1.999 
2.034 

1.516 

Dollars 

0.078 
.016 

.866 
.893 

.261 
.269 

1.221 
1.256 

.531 
.686 

.115 
.044 

.028 
.022 

1.426 

2.647 
2.682 

1.520 

Dollars 
0.039 

Taxes  

. 

.023 

Leases  and  rent  

. 

.007 

Depreciation: 

Replacement  

,  : 

.429 
.456 

Interest: 

Replacement  

• 

.130 
.138 

Total  fixed: 

Replacement  

• 
• 

• 

.628 
.663 

Variable : 

Direct  labor  

• 
• 

.565 

Administrative  overhead 
Home  office  

. . .  : 

.473 
.002 

Repairs  and  maintenance 
Utilities  

.  .  .  : 

.223 
.033 

Drier  fuel  

. 

Interest  on  working 
capital  

: 

.028 

Other  

. 

.123 

Total  variable  

: 

1.447 

Total: 

Standard  

Replacement  

• 
• 

• 

2.075 
2.110 

Out-of-pocket  

• 

1.516 

: 
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Table  12 . --Weighted  average  cost  per  ton  for  peanut  load-out,  Southeast, by  type 

of  facility,  estimated  1969 


Cost  item 

• 

• 
• 

She  Her 

:   Warehouse 

All  Southeast 
'.           facilities 

• 
• 

Dollars 

Dollars 

Dollars 

Fixed: 

: 

. 

0.007 
.001 
.031 

0.021 
.004 
.004 

0.009 

Taxes  

. 

.001 

Leases  and  rent  ...;.... 

. . .  : 

.027 

Depreciation: 

: 

Standard  

. . .  : 

.073 

.213 

.094 

Replacement  

. 

.079 

.218 

.099 

Interest: 

: 

. . . : 

.023 

.079 

.031 

Replacement  

. . . : 

.025 

.080 

.033 

Total  fixed: 

• 

Standard  

. . . : 

.135 

.321 

.162 

Replacement  

• 

.143 

.327 

.169 

Variable: 

. 

Direct  labor  

. 

.724 
.212 

.863 
.570 

.745 

Administrative  overhead 

.  . . : 

.266 

Home  office  

. 

.016 
.271 

.006 
.069 

.015 

Repairs  and  maintenance 

.  . .  : 

.242 

Utilities  

. 

.039 

.063 

.043 

Drier  fuel  

. 

Interest  on  working 

: 

capital  

. . . : 

.027 

.032 

.028 

Other  

. 

.079 
1.368 

.038 
1.644 

.073 

Total  variable  

: 

1.412 

Total: 

• 

Standard  

. . . : 

1.503 

1.965 

1.574 

Replacement  

. 

1.511 
1.407 

1.971 
1.673 

1.581 

Out-of-pocket  

• 

1.449 

: 
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Table  13 . --Weighted  average  cost  per  ton  for  peanut  load-out,  Southwest,  by  type 

of  facility,  estimated  1969 


Cost  item 


She  Her 


Warehouse 


All  Southwest 
facilities 


Fixed: 

Insurance  

Taxes  

Leases  and  rent  

Depreciation: 

Standard  

Replacement  

Interest: 

Standard  , 

Replacement  , 

Total  fixed: 

Standard  , 

Replacement  , 

Variable: 

Direct  labor  , 

Administrative  overhead 

Home  office  

Repairs   and  maintenance 

Utilities    

Drier   fuel    

Interest  on  working 

capital    

Other    

Total  variable    

Total: 

Standard    

Replacement    

Out-of-pocket    


Dollars 

0.013 
.001 
.003 

.099 
.100 

.035 
.035 


.151 
.152 


1.349 
.230 
.003 
.048 
.025 


.034 
.041 

1.730 


1.881 
1.882 

1.747 


Dollars 

0.006 
1/ 
.007 

.069 
.071 

.022 
.022 


104 
106 


1.061 
.483 
.001 
.024 
.020 


.032 
.027 

1.648 


1.752 
1.754 

1.661 


Dollars 

0.010 
.001 
.004 

.092 
.093 

.032 
.032 


.139 
.140 


1.278 
.292 
.003 
.042 
.024 


.034 
.037 

1.710 


1.849 
1.850 

1.725 


1/   Less   than   .0005. 
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Table  14 . --Weighted  average  cost  per  ton  for  peanut  load-out,  Virginia-North 

Carolina,  by  type  of  facility,  estimated  1969 


Cost  item 


Sheller 


Warehouse 


All  Virginia- 
North  Carolina 
facilities 


Fixed: 

Insurance  

Taxes 

Leases  and  rent 

Depreciation: 

Standard  

Replacement    

Interest: 

Standard  , 

Replacement  .  .  .  , , 

Total  fixed: 

Standard  , 

Replacement  , 

Variable : 

Direct  labor 

Administrative  overhead 

Home  office  , 

Repairs  and  maintenance 

Utilities  , 

Drier  fuel  , 

Interest  on  working 

capital  

Other  

Total  variable  

Total: 

Standard  

Replacement  

Out-of-pocket  


Dollars 

Dollars 

Dollars 

0.008 

0.021 

0.009 

.005 

.004 

.005 

.006 

-- 

.006 

.089 

.224 

.103 

.097 

.234 

.111 

.027 

.067 

.031 

.029 

.070 

.033 

.135 

.316 

.154 

.145 

.329 

.164 

.423 

.589 

.441 

.323 

.664 

.360 

.002 

-- 

.002 

.168 

.074 

.158 

.017 

.018 

.017 

.021 

.027 

.022 

.109 

.024 

.100 

1.063 


1.198 
1.208 

1.082 


1.396 


1 . 7 12 
1.725 

1.421 


1.100 


1.254 
1.264 

1.120 
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Table  15 . --Weighted  average  cost  per  ton-month  for  peanut  storage,  Southeast, 

by  type  of  facility,  estimated  1969 


Cost  item 


She  Her 


Warehouse 


All  Southeast 
facitities 


Fixed: 

Insurance  ...... 

Taxes  

Leases  and  rent  

Depreciation: 

Standard  

Replacement  

Interest : 

Standard  

Replacement  , 

Total  fixed: 

Standard  , 

Replacement  , 

Variable : 

Direct  labor  , 

Administrative  overhead 

Home  office  , 

Repairs  and  maintenance 

Utilities  , 

Drier  fuel  , 

Interest  on  working 

capital  

Other  

Total  variable  

Total: 

Standard  

Replacement 

Out-of-pocket  


Dollars 

Dollars 

Dollars 

0.032 

0.033 

0.032 

.003 

.007 

.004 

.115 

.026 

.097 

.111 

.173 

.123 

.137 

.176 

.145 

.069 

.111 

.077 

.085 

.114 

.090 

.330 

.350 

.333 

.372 

.356 

.368 

.047 

.112 

.060 

.058 

.080 

.063 

.006 

.003 

.006 

.060 

.044 

.057 

.007 

.011 

.008 

.005 

.007 

.005 

.065 

.122 

.076 

248 


.578 
.620 

.398 


,379 


.729 
.735 

.445 


275 


,608 
.643 

.408 
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Table  16 . --Weighted  average  cost  per  ton-month  for  peanut  storage,  Southwest, 

by  type  of  facility,  estimated  1969 


Cost  item 


All  Southwest 


She  Her 

:        Warehouse        : 

facilities 

Dollars 

Dollars 

Dollars 

0.067 

0.047 

0.060 

.011 

.005 

.009 

.076 

.018 

.056 

.268 

.102 

.211 

.368 

.163 

.297 

.165 

.062 

.129 

.225 

.100 

.182 

.587 

.234 

.465 

.747 

.333 

.604 

.324 

.243 

.296 

.061 

.135 

.086 

.001 

1/ 

.001 

.075 

.051 

.067 

.006 

.009 

.007 

.011 

.010 

.010 

.066 

.037 

.056 

Fixed: 

Insurance  

Taxes  

Leases  and  rent  

Depreciation: 

Standard  

Replacement  

Interest : 

Standard  

Replacement  

Total  fixed: 

Standard  

Replacement  

Variable: 

Direct  labor  

Administrative  overhead 

Home  office  

Repairs  and  maintenance 

Utilities  

Drier  fuel  

Interest  on  working 

capital  

Other  

Total  variable  

Total: 

Standard  

Replacement  

Out-of-pocket  


.544 


1.131 
1.291 

.698 


.485 


,719 
.818 

,555 


,523 


.988 
1.127 

.648 


1/  Less  than  .0005 
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Table  17 . --Weighted  average  cost  per  ton-month  for  peanut  storage,  Virginia- 
North  Carolina,  by  type  of  facility,  estimated  1969 


Cost  item 


She  Her 


Warehouse 


All  Virginia- 
North  Carolina 
facilities 


Fixed: 

Insurance  , 

Taxes  , 

Leases  and  rent  , 

Depreciation: 

Standard  , 

Replacement  , 

Interest: 

Standard  , 

Replacement  , 

Total  fixed: 

Standard  , 

Replacement  

Variable : 

Direct  labor  

Administrative  overhead 

Home  office  

Repairs  and  maintenance 

Utilities  , 

Drier  fuel  

Interest  on  working 

capital  

Other  

Total  variable  

Total: 

Standard  

Replacement  

Out-of-pocket  


Dollars 

Dollars 

Dollars 

0.026 

0.191 

0.033 

.019 

.041 

.019 

.016 

.273 

.027 

.145 

.401 

.156 

.225 

.450 

.234 

.088 

.246 

.094 

.136 

.275 

.142 

.294 

1.152 

.329 

.422 

1.230 

.455 

.071 

.093 

.072 

.071 

.136 

.073 

1/ 

-- 

1/ 

.039 

.126 

.043 

.001 

.015 

.002 

.005 

.008 

.006 

.089 

.039 

.087 

.276 


.570 
.698 

.337 


,417 


1.569 
1.647 

.922 


283 


,612 
,738 

,362 


1/  Less  than  .0005 
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Table  18. --Average  storage  period  per  ton  stored  by  area  and  type  of  facility, 

1965/66 


Area  and  type  of  facility 


Average  storage  period 


Southeast: 

Warehouse  , 

Sheller  , 

Southwest : 

Warehouse  , 

Sheller  , 

Virginia-North  Carolina 

Warehouse  , 

Sheller  , 


Months 

4.7 
3.2 


2.2 
1.5 


.7 
2.0 


Tables  19  through  27  were  developed  as  linear  cost  from  total  cost  of 
operating  peanut  storage  warehouses.   To  determine  the  average  ton-month  cost 
of  peanut  storage  over  a  given  time,  the  total  length  of  storage  should  be  used 
along  with  the  average  percentage  of  capacity  utilized. 

For  example,  using  table  19  to  determine  the  average  cost  per  ton-month 
for  Southeast  shellers,  reading  across  from  6-month  storage  and  at  50  percent 
of  capacity  gives  an  average  cost  of  61.20  cents  per  ton-month.   Since  values 
are  linear,  fractional  figures  may  be  interpolated. 
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Table  28. --Insect  prevention  and  control  costs  per  ton  received  of  farmers' 

stock  peanuts,  1969  1/ 


Item 

Type   of   firm 

Warehouse 

: 

She  Her 

]      All   facilities 

:          Dollars 

Dollars 

Dollars 

Machinery   2/    

0.0076 

0.0076 

0.0076 

Insecticides : 

Entering  3/    

.  13 13 
.0038 

.1313 
.0038 

.1313 

.0038 

Warehouse   spray  4/ 

:               .0038 

.0038 

.0038 

Labor  5/    

.2701 
.4166 

.1638 
.3103 

.1830 

Total    

.3295 

1/    Includes  cost  of  warehouse  cleaning  prior  to  certification. 

2/  Average  cost  of  all  firms. 

3/  Cost  calculated  on  recommended  application  rate  for  57  percent  premium- 
grade  malathion  emulsifiable  concentrate  at  1969  suggested  sales  prices. 

4/  Cost  calculated  on  recommended  application  rate  for  25  percent  premium- 
grade  malathion  wettable  powder  at  1969  suggested  sales  prices. 

5/  Average  hourly  labor  cost  to  the  firm  was  calculated  to  be  $1.74. 
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APPENDIX :      METHODOLOGY 


Sampling 

The  sample  used  in  this  study  was  drawn  from  a  total  universe  of  207  peanut 
storage  facilities  in  three  distinct  production  areas.   Facilities  within  each 
area  were  grouped  by  type  of  service  performed  and  peanut  storage  capacity.   Both 
independent  warehouses  and  shellers  were  sampled  at  four  capacity  group  levels 
by  production  area.   The  sampling  rate  at  each  level  was  proportional  to  the 
total  capacity  of  that  stratum.   Finally,  a  random  sample  was  drawn  from  each 
level.   The  sampling  procedure  was  developed  in  consultation  with  the  Statistical 
Reporting  Service,  U.  S.  Department  of  Agriculture. 

Cost  and  other  data  were  obtained  from  each  plant  by  an  economist  or  an 
auditor  assigned  to  the  Economic  Research  Service  from  other  USDA  agencies. 
The  cost  data  and  related  volumes  for  each  service  performed  were  summarized 
and  tabulated  by  plant,  type  of  facility,  and  area,  according  to  the  plan  out- 
lined below. 


Standardized  Depreciation  and  Interest 

To  minimize  cost  variation  effects  among  plants  in  depreciation  allowances 
and  interest  on  investment,  data  were  summarized  using  standardized  rates.  De- 
preciation on  buildings  was  charged  at  5  percent  of  acquisition  cost.  A  10-per- 
cent depreciation  allowance  was  charged  to  cleaning  and  drying,  handling,  and 
miscellaneous  equipment.  Interest  allowance  on  capital  investment  was  computed 
at  6  percent  of  half  the  acquisition  cost  of  buildings  and  equipment.  Interest 
at  6  percent  of  acquisition  cost  was  allowed  for  land. 


Replacement  Costs 

Warehouse  replacement  costs  were  developed  from  cost  records  listing  newly 
built  facilities  in  each  area  by  type  of  operation.   Costs  per  cubic  foot  for 
warehouse  construction  were  estimated  as  follows: 

Area 

Southeast: 

Independent  warehouses  

Shellers  

Southwest : 

Independent  warehouses  

Shellers 

Virginia -North  Carolina: 

Independent  warehouses  . , 

Shellers  , 
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Cost 

per  ( 

^ubic 

foot 

(Cents) 

15 

.42 

12 

.48 

12 

.05 

21 

.24 

21 

.30 

19 

.80 

These  estimates  were  applied  to  the  total  number  of  cubic  feet  in  each  facility 
surveyed. 

Replacement  costs  for  machinery  and  equipment  were  developed  by  updating 
the  cost  of  each  item,  using  the  Index  of  Machinery  and  Motive  Products  (1957-59 
=  100)  published  by  the  U.S.  Bureau  of  the  Census  in  "Statistical  Abstracts  of 
the  United  States." 


Expected  Effect   of  1968  Minimum  Wage  Law 

Labor  costs  per  ton  were  developed  to  show  the  effect  of  the  new  minimum 
wage  rates  beginning  February  1,  1968.   These  costs  were  computed  from  regular 
and  overtime  hours  reported  by  firms  surveyed. 

Labor  costs  shown  may  be  considered  as  an  upper  limit  for  actual  costs  in- 
curred, because  firms  can  be  expected  to  be  more  careful  now  in  using  labor, 
especially  overtime,  than  under  the  old  wage  rates. 


Method  of  Allocation 


Cost  items  were  allocated  to  services  performed  as  follows: 


Cost  item 
Insurance: 
Warehouses 

Cleaning  and  drying  equipment 
Handling  equipment 
Office  and  miscellaneous  equipment 

Taxes 

Leases  and  rentals 

Depreciation 

Interest  on  capital  investment 

Land 

Direct  labor 

Administrative  overhead: 

Management  and  clerical  salaries 
Supplies 

Home  office  cost 


Basis  for  allocation 

Direct  to  storage 

Direct  to  cleaning  and  drying 

Hours  recorded  to  specific  service 

Revenue 

Same  as  Insurance 

Same  as  Insurance 

Same  as  Insurance 

Same  as  Insurance 

Revenue 

Individual  plant  basis 


Individual  plant  basis 
Revenue 

Revenue 


Repairs  and  maintenance: 
Warehouse 
Other 


Direct  to  storage 
Revenue 
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Cost  item 
Utilities: 
Electricity- 
Other 

Drier  fuel 

Interest  on  working  capital 

Other 


Basis  for  allocation 

Hours  and  horsepower  usage 
Revenue 

Direct  to  cleaning  and  drying 

Out-of-pocket  costs 

Revenue 


Definition  of  Services 

Cleaning  and  drying—unloading  peanuts  at  cleaner  or  drier,  or  both;  phys^ 
ically  cleaning  and/or  drying  peanuts  prior  to  storage;  and  transporting  them 
from  cleaner  or  drier  to  receiving  site. 

Receiving—weighing,  sampling,  grading,  issuing  warehouse  receipts,  and 
moving  peanuts  into  storage. 

Storage  — custodial  functions  necessary  during  warehousing. 

Load-out— weighing,  sampling,  grading,  and  removing  peanuts  from  storage 
onto  transport  equipment. 
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